The high level of exports and their product and market concentration exposes the Democratic Republic of Congo to the economic fluctuations of the country's trade partners. This paper uses the United Nations Conference on Trade and Development trade data set to analyze the Democratic Republic of Congo's export patterns for the period . The data confirm that the country's exports remain highly concentrated. The product concentration on minerals is high and reaches exceptional levels. The geographic concentration is also high, while there is a shift in destinations. Hence, EU27, traditionally the main market destination for the Democratic Republic of Congo, lost its importance to China for most of the past decade. This trend continued to increase in the past few years from 2010 to 2013. The clear prevalence of commodity products within the Democratic Republic of Congo's exports and the higher exposure to the Chinese economic cycle are sources of vulnerability. The empirical analysis indicates that the country's exports appear to be significantly sensitive to foreign demand fluctuations. This exposure increases the volatility of the country's macroeconomic framework to exogenous shocks, with negative consequences on growth in gross domestic product and on external balances. The analysis concludes that increasing the Democratic Republic of Congo's resilience requires product and market diversification of exports. This diversification requires improvements in the investment climate and business environment, with emphasis on skills and infrastructure.
IIntroduction

1.
The Democratic Republic of Congo (DRC) has one of the world's highest degrees of export concentration, which exposes the country to exogenous shocks. According to the UNCTAD database, the concentration index in DRC reached 0.80 in 2014 (measured by the Herfindahl index). This concentration is high both in terms of products and of markets. Indeed, exports depend heavily on minerals, with more emphases on copper and gold, and on few destinations, China being the most important. In a volatile and uncertain world, the high export concentration level and low diversification make DRC very sensitive to changes in the international market. Those changes can have severe consequences on DRC's growth and foreign balances, but also on revenue mobilization, employment, and poverty. Several papers and case studies (Hesse, 2008; Misztal, 2011; Cadot, Carrère, Strauss-Khan, 2011) have shown that a decrease of the level of export concentration (increase in the level of export diversification) leads to an increase of GDP per capita growth. Hence, these papers find an empirical positive relationship between export diversification and GDP per capita. Based on these findings, this paper assesses the degree of export concentration in DRC and the potential impact on the economy.
Given the price and demand of commodity exports are exogenously determined, the paper analyzes the potential impact of a change in trade partners' GDP on DRC's income. Section II discusses the role of trade in DRC's economy; Section III examines export dependence and export concentration, and Section IV concludes.
IIThe Role of Trade in the Economy of the DRC
2.
Exports in DRC have been volatile, and the dynamics of GDP and exports correlate closely. Indeed, in the past 20 years, DRC has experienced 3 years where the growth rate of exports Source: calculated using data from UNCTAD database. Source: calculated using data from UNCTAD database.
4.
In the past four decades, trade volume increased more than tenfold, but the share of value-added has not changed as export composition remained commodity based. The share of value added in DRC exports remained relatively constant at around 3 percent, and has not been 1960 1964 1968 1972 1976 1980 1984 1988 1992 1996 2000 2004 2008 2012 Exports Imports 
6.
The decline and/or stabilization of shares of the EU27 and the United States did not correspond to similar patterns in terms of value, due to the overall increase in DRC's exports.
Indeed, while the share of exports to the EU27 has declined significantly between 2000 and 2013, Source: calculated using data from UNCTAD database. This suggests that this decline did not occur in fact, with an increasing share of exports reaching
China as third party re-exports.
7.
In addition to the increased reliance on China as a main destination of exports, product diversification 1 of DRC's exports has decreased over the last decade. The relatively high reliance on exports to few countries, particularly China, makes DRC a country with one of the highest market concentration levels in SSA. In terms of product concentration, DRC's ratio is among the top ten most product concentrated countries in SSA. Source: calculated using data from UNCTAD database. Source: calculated using data from UNCTAD database. countries. Indeed, for SSA as a whole, export receipts fell by 15 percent, but DRC was among the few countries that registered the biggest losses (see Figure 6 ). Without the diversification away from the EU27 towards China, the impact of the financial crisis on DRC would have been harder.
DRC's export concentration indices have increased in recent years
III-Export
In fact, as a consequence of the global turmoil, DRC's exports to the EU27 declined from 47 percent of total exports to 29 percent in 2009, while exports to China increased from 22 percent to 42 percent. However, DRC is now much more exposed to the fluctuations of China's economy. Source: calculated using data from UNCTAD database. Although export dependence increases an economy's susceptibility to external shocks, the size of the loss in trade revenue depends on each country's mix of exports and main trading partners (i.e., on its degree of export concentration). This, then, explains the difference in the size of loss that different countries and regions experience. It explains why East Asia, despite being the most export-dependent region but one with the most diversified export portfolio, lost the least amount in export revenues compared to regions like SSA that, despite being relatively less exposed, had an export basket that was highly concentrated. 
12.
A more diversified exports basket plays in favor of smooth earnings and reduces volatility. A more diversified export portfolio will have a more stable stream of export revenues (Samen, 2010 with a more diversified portfolio will find that fluctuations in the prices of two or more products will have a smoother impact on total earnings. The more diversified and unrelated are a country's exports, the less volatile its earnings will be. 
13.
In addition to the sensitivity to international price changes, DRC's exports appear to be also sensitive to foreign income fluctuations in general. The sensitivity of the exports to changes in GDP is not surprising, since mineral products which are in general income elastic commodities (Rankin, 2011), heavily dominate DRC's exports. The supply and demand of these type of commodities are generally elastic to the change in the income of client countries. The first two columns of Table 2 present the estimates of the GDP elasticity of DRC's exports for each specific market destination (see Annex 1 for a brief note on estimation of elasticity). There is no significant difference between the total merchandise exports elasticity to foreign GDP and of commodity exports elasticity. Indeed, while the former is 1.363, the latter is at 1.357. This is due to the very high share of minerals and commodities in exports, reaching above 90 percent of the total in many years. In the case of China, a 1 percent decline in the GDP of China would result in almost a 2 percent decline in DRC's total merchandise exports to China. Since DRC's exports to China are fully commodities, the estimated response of commodities is the same as "All Products".
14.
A decline in the economic growth of DRC's client countries would have an important impact on the country's GDP growth and external accounts and macroeconomic stability.
Using the averages for 2008-2012 4 from Table 2 , Table 3 presents the magnitude of the impact of a 1 percent reduction of the GDP of each export destination on DRC's exports as a share of the country's GDP, and from there, on GDP growth and external accounts. Hence, a slowdown by 1 percent in China's GDP would entail a reduction in exports to GDP in DRC by 0.31 percentage point (ppt). Consequently, DRC growth would decline by 0.33 ppt, the current account deficit to GDP would deteriorate by 0.32 ppt, the overall reserves would be US$106.7 million lower than the baseline, and fiscal balance would deteriorate by 0.01 ppt of GDP. Hence, all other things being equal, a slowdown of China's GDP growth from 10 to 7 percent would cut the GDP growth in DRC by 1.0 ppt, cost US$320 million in reserves, and widen the fiscal deficit by 0.019 ppt. The use of the average for 2008-2012 is motivated by the fact that the destination of DRC exports had changed radically since 2008, with an increasing weight for China.
IVConclusion
15.
This paper investigates how export industry, destination and product concentration influenced DRC's export performance. The findings corroborate earlier studies that suggest the fluctuations in export earnings is due to the country's dependence on only a small number of primary commodities. In this paper, we argue that demand conditions, which depend on the GDP of trade partners, affect export earnings and the relationship between commodity concentration and macroeconomic instability in DRC.
16.
The study predicts that the concentration of exports towards China and in commodities has increased the vulnerability of DRC towards the Chinese economic cycle.
Although the EU27 has traditionally been the main market destination for DRC, it was losing its importance as the main export market in detriment of China for most of the last decade. This trend 
18.
The policy implications would primarily be on the need for diversification of the country's exports to foster a sustainable macroeconomic resilience. Due to the prevalence of 12 commodities in DRC's exports, the likely scenario is that most export markets would slow down simultaneously, which is currently the case. Under such conditions, the scope for targeted policies aiming to increase exports to more dynamic destinations could be limited. In addition, countercyclical fiscal and monetary policies might not be enough, nor feasible, essentially due to the reliance of the country on revenues from natural resources sectors. Hence, the country needs to focus on diversifying the economy, which requires long-term investments in infrastructure and human capital and overcoming institutional and structural weaknesses, including the lack of human and financial resources. The analysis focuses on the elasticities affecting the country's total merchandise exports (that is, services are not included) and for the subset of exports that are commodities. There is no reason to expect the estimates of the elasticities of manufactured product exports to be larger or smaller in magnitude than the elasticities of commodity exports. Elasticities of commodity exports lower than those of manufactured product exports would suggest that commodity exports are less sensitive to fluctuations in trading partners' GDP than manufactured product exports. This could certainly be the case if commodities are comprised of energy such as natural gas and food staples such as cereals. If incomes were to fall overseas, it is likely that demand would first fall for manufactured items like clothing or even ores used for construction and transportation equipment before they dropped for heating fuel and basic foods. However, if the commodities are themselves luxury items, such as exotic fruits or premium quality coffee, the opposite could hold. Furthermore, a case could be made for manufactured products exports to be less sensitive to fluctuations in 14 trading partners' GDP. Indeed, manufactured products may themselves have low elasticities if production is characterized by monopolistic competition.
